COMAR 79w

Dear Sir or Fad&m..; - ‘ ,,f« ’[}g

We have cornidered your appllcation for exemption from federal -income tax o
as an orqaniaation described in sect;on 501(c)(3) of. the Internal Revenue A

Code.‘

' Sec;icn 501{c)(3) of the Code oxempts organizations "...6rgan1ied and

operated exclusively for religious, charitable, scientific, testing for
publlc gafety, literary, or educatiosnal purposes, ...no part of the net

- earnings of which iLures.co the benefit of any private shareholdarvor

individual...®

~ Section 1. 501(c)(:‘?1(a)(1) of the Income Tax Reguiatlbhs provides that in -

order. to be exempt as an organization described in section 501(c} {3} of
the Code, an organization must be both organized and operated exclusively
for one or more of the purpcseg specified in such section. If an ‘

‘organizatlon fails to mest. aither the organizational test or the

operational test, it is not exemp In your organization's case, the

organizational and operational testc have not heen met.v ‘ '

Section 1.501(c)(3)-1(b)(1)(i) of the Inctme Tax Regulations provides that
‘an organizatioun is organized for one ot more exempt purposes only if its

articles of organlzation limit the FUrposes of such organization %o one or

‘more sxempt purposes and do not expreﬂsly enpovwer the organization to

engage, otherwise than as an insubstantial part of its activities, 3in
activities which in themselves are not in furthexanca of one or mare
2xXempt purposes.

Section 1.501(c) (3)-1(b) (4) of the Income Tax Regulztions states that an
organization does not mest the oiganizational test if its articles of
organization do not contain a provision providing for distributiem of its
agsets to an organization with similar exempt purposes. :

The purposes as stated in your articles of incorporation aré'toovkmaad to
come within the preview of saction 501(c)(3) of the Internal Revemue Code
as they provide for the management, wnaintenance, and preservation =f the
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‘The organizational test is also failed by the lack of a provision in the
articles of incorporation, to dedicate the agseln of the organizatisn to -
grection 501{c){3) puxpomes upon the diﬁaolution'mt‘the organization.

Jection L.501({c) (3)-1{d) (1) {i1) of tho Incoms Tax fogulations states that
an erganization is not neganized or operated exclugivaly for ong of nora
axempt purposes describoed in ssotion 501(c) (3) of the Internal Revenue

- Cofle wnless it serves a public rather than a private interest, 1

In Bevenue Ruling 74-17, 1974-1 €.8. 130, it wag held that a condominium =
housing association formed by unit ownsrs of 3 ceadoninium housing project
to provide for the nanagement, maintenance, and care of the common areas

of the projest with wembership assessments paid by wnit owners does not
qualify for exemption under section 501{c) (4) of the Internal Revenue

. Code, R ‘ R : B

The essential nature and structurg of condoniniun ewnorship, both
statutory and vontractual, 1s inextricably and compulgorily tied to the
ovner's asquisition and enjoyment of the property. Basie copdoninivm
cvnership pacessarily involves common ownevship of all condominiwm
property in the development, the care and maintenance ol which would
constitute the provision of private banefit to tha owners. '

Your organizaticn is operating esgentially to manags and maintain the
copwen grounds of the condominium property and proavide other services for
the private benctit of members/condominium owners. You are ot operating
exclusively for one or more purposes described in section 50L{c}(3) of the
Code of serving a public interest. .

Therefora, we have concluded that you do not qualify for examption uhder
section 501{c} (3} or any other section of 501(a) of the Internal XKevenug
Cade. , '

Ii rou do pot accept our findings,. we recemmend that you raquest a
confersunce with a member of our Regional oflice conférence staff. Youp
requaast for a conference shounld luclude a written appeal giving the facts,
lav, and apy other infermation to anpport your position as explained ip
the enclosed Publication 392. Yau will then he contacted to arrange s
date for a confevence. The covference way be held at ths Regional sifice,
or if you raquest, at any autually conveniont District office, It we do
not hear frow you within I0 days of this lattor, this detormination will
stome final. The appropraite State officials will be notified of this
action in avcordance with sestion 6104{c) of the Cude. :




It ydu do not_protast'this’broﬁosed,detcrmiﬁutioﬁ’ih‘a‘timslyvmqnnef;:it o

vill be considerad by the Internal Rovenue Service as a failure Lo exhaust °
avallable adminiptrative remedies. Sectien T428(b} (1) of the Internal

 Revenue Code providas. in part that, “A declaratory judgment -of decree

under this gsection 'shuil not be lssved in any procoeding wnlags the Tax

Court, the Court of Claims, or the District Court of the United States for -

the District of Columbia determines that the organization involved has

- exhausted administrative vemedles available ‘to 1% within the Interna)
" Revenue Service,” : : S L o

You are required to file federal income tax veturtis on Form 1120 within -
two and one~half monthz following the and of your amnual accounting

$1ins

Bistrict Director

Enclosure: Publication 892

ce: State Otiicials




